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This manual is the second publication in a series entitled, 
Program-Oriented Information: A Managemen t Systems Complex for_Sta^ 

Education Agencies # It has been prepared by Public Administration 
Service, a nonprofit institution engaged to provide technical services 
to this project, under the general guidance of the project director. 

The project director also cooperated in the development of systems 
concepts and reviewed the final contents of the manual* 

Mr* Ronald Zechman has been the principal field representative 
of Public Administration Service assigned to the project, receiving 
assistance from other Public Administration Service staff members; 

James B* Douglas, James Enright, Ike Nooe, Michael A* Meriwether, 
Kenneth F. Sheehan, and Stuart Steinberg. Mr. Theodore Sitkoff , PAS 
Headquarters Representative, has reviewed the work. 

A ^'General Project Summary” follows this introduction. This 
summary provides the setting for this manual as it describes Part 1, 
A«fliyia4a and ProDosals , the first publication of this series. In short 
this manual provides the mechanism to accomplish the objectives estab- 
lished by the management information system. 



Burton Dean Friedman 
Project Director 
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GENERAL PROJECT SUMMARY 

' ‘ • V 

This document Is the second part of a report: Program"Orlcnted 

Information: A Management Systems Complex for State Education _Agencles » 
Part I bears the subtitle, **Analysls and Proposals,*' and It contains an 
outline of the need for a management systems complex within each state 
education agency*-^ The mutually Interdependent c^maponents of a manage- 
ment systems complex must provide for planning, pTCOgrammlng, budgeting, 
accounting, and reporting needs* All components must be operative in 
order for any of them to be utlllzab.le In full* 

In "Analysis and Proposals," it Is proposed that a systems 
complex should provide for both. program- and responsibility- oriented 
aspects of these Integrated management processes* "Program-oriented" 
aspects of the systems are designed to describe and quantify agency 
operations in terms of their, substantive, purposive content* "Respon- 
sibility-oriented" or "organization-oriented" aspects of systems are 
designed to do so in terms of the administrators or the organizational 
units responsible for the conduct of each "bit" of program* 

A "bit" of program, in this context, is a project, program, 
subprogram, task force, team, activity, etc#— in short any substantive 
segment of the work for which the agency deems it useful to segregate 
costs* Each such segment of program is recognized in the accounts as 
a "cost center*" The cost center is the building block— the lowest 
common denominator, so to speak— of which an agency's total program or 
total budget is constructed* 

It is proposed that each cost center shall be descriptively 
coded in various ways to facilitate classification and reporting* 

“^An abstract of "Analysis and Proposals" is presented in this 



volume. 
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For example, a cost center can be described in terms of the grade level 
to which it is oriented, the subject matter with which it deals, or the 
clientele to which the work is directed# Each basis for description is 
termed a ’’dimension#*' For each dimension, a limited set of *' categories” 
is provided# Every cost center is coded to indicate its categorization 
within each dimension# All cost centers therefore can be grouped and 
regrouped, on the basis of their several categorizations, to permit the 
summary, analysis, and reporting of data related to them* xf it is 
necessary to indicate the extent to which the agency* s work is oriented 
to the elementary grades, for example, the pertinent data can be 
obtained by summarizing all cost centers which, with respect to the 
dimension "level of instruction,*' have been coded ''elementary#**' 

The proposed dimensions are? program function (a USOE coding 
pattern); function; level of instruction; clientele; purpose; subject 
matter; longevity of account; and "program.** It is proposed that the 
first six of these parameters be utilized in common ty all state educa- 
tion agencies# The latter two are intended exclusively for internal 
use within one agency# Proposed codes are presented and discussed in 
Appendix A of "Analysis and Proposals," and the codes are reproduced 
in this volume# 

It is proposed that the total of expenses for each cost center 
shall be accumulated separately in the agency's records# Program- 
oriented financial reports then will become readily available in a 
variety of formats and in terms of a variety of "dimensions#** All 
such reports will be useful to each agency's own internal management# 
Many such reports will be useful in the exchanges of program-oriented 
data between and among the many educational enterprises that either 
generate or utilize such data# The six dimensions proposed for uniform 
use by all state educational agencies provide six "common languages" 
into \^ich each agency may translate its own internally generated 
information# 

In the earlier volume, "Analysis and Proposals," attention is 
addressed primarily to the information problem; the relationships 
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between the reporting of program-oriented Information on the one hand ^ " 
and related management systems on the other; the need for common 
languages In which to express such program- oriented Information; and 
the^ concept of cost centers that are translatable Into such common 
languages* In nontechnical terms, attention also Is addressed to the 

concept of "single fund accounting" and to the device termed a "funding 

* * 

plan*" The use of single fund accounting Is proposed as a most useful, 
convenient, and advantageous means to (1) make It possible for the 
expenditure "side" of the agency's accounts to generate both program- 
and responsibility-oriented data and (2) make It possible, to establish 
explicit and clear links between revenue and expenditure sides of the 
budget* 

t . , , 

In this second volume, attention Is directed more expllclty to 
"what to do" and "how to do It" aspects of accounting* This relatively 
nontechnical Introauctlon contains descriptive and explanatory material* 

The body of the report comprises an accounting manual per se* 

The manual Is a technical document* It prescribes an accounting 
system and a system of accounts* It is :*ntended specifically for use 
by the Maryland State Department of Education, and it Is unlikely that 
the manual could be adopted In toto for use within another state educa- 
tion agency* However, It Is Intended that the Maryland manual might 
be regarded as a prototype that other agencies might adapt readily for 
their own use* 

The phrase "system of accounts" is Intended to refer to the 
structure of the "chart of accounts," l.e., to the choice of accounts 
to be established and utilized* The phrase "accounting system" Is 
intended to refer to the clerical, mechanical, and other procedures 
established to govern the design and flow of accounting documents and 
accounting operations* 

The Accounting Problem 

The accounting system must record the diverse transactions, and 
show the financial condition of the enterprlt^e* All financial data 




isust be recorded in Odnslstent end intelUlglble fashion* Ail financial 

data T&ust be classified so that they can be atimmarized conveniently in 

. < 

meaningful reports, eind. so that management can use them lit exercising 
various controls*, &nagement of an enterprise catjriot develop vhlid 
policies unless necessary data are recorded ^ Classified, brought together, 
summarized, reported, hnd analyzed* Data touSt be available in Consoli- 
dated forms, in isolated form, and in a variety oi intermediate summaries. 

These requirements suggest that key aspects of the entire 
systems complex must be characterised by (1) completeness and (2) central- 
ization* In order to be utilized most meaningfully, data must be complete 
and must be seen as a single, integrated whole. This is not to say that 
all accounting operations must be centralized; however, this does 
require that the results of all accounting be available centrally in 
compatible form; hence, this does require central control over prescrip- 
tions governing the accounting system and the system of accounts. 

Accounting must record the day-to-day fiscal transactions of 
the enterprise. Accounting must provide for preaudit and accounting 
controls over the execution of the budget. Accounting must furnish 
facts essential to intelligent planning, not just financial planning, 
but substantive planning of programs* Accounting must reflect the 
financial position of the enterprise, i.e., must reveal the over-all 
economic condition of the agency. Accounting also must reveal the 
financial operations that represent the conduct of the agency's program 
of operations, i.e., must state the cost of each segment of operations* 

The portion of accounting that indicates the condition of an 
enterprise is a low-volume task; it is accomplished by professional 
accounting personnel who deal with greatly condensed summary information* 

The portion of accounting that records and reflects operations 
of the enterprise is a high-volume task; most of it may be performed 
by clerical personnel xdio deal with routine transactions in standardized 
and largely judgment- f re'*- procedures* The bulk of this task is comprised 
of accounting for execution of the expenditure ”side** of the operating 
budget: allocations and their judgment; commitments and their fulfill- 

ment; and payments and their occasional refund* This is the area of 
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accounting preaudit, budgetary controls, and disburseinents related to 
the large number of small and repetitive transactions; e»g», purchases, 
salaries, wages, travel andi expense vouchers, rental payments, payments 
for utilities, postage and other communications, repair and other services, 
and a host of other ordinary items of expenditure* 

Each transaction is dealt with individually, to be sure, but a 
very limited number of types of transactions can be identified* Once 
satisfactory provision is made for each type of transaction, the fin^cial 
aspects of most operations can be dealt with quickly and easily; one major 
advantage of bureaucracy, of course, io that once procedures are established, 
.routine matters can be disposed of in an almost automatic fashion* The 
problem is to identify. matters that are not routine and to have professional 
talents available that can deal with the exceptional case as readily as 
established procedures can deal with the ordinary* . 

Expenditure Accounting ... 

Every transaction that affects the expenditure side of a budget 
is of legitimate interest to several persons within the enterprise: 

(1) to accounting, purchasing, and other ‘'service” units responsible for 
one or more steps in the procedure for completing the transaction; 

.(2) to persoimel of the organizational unit on behalf of which the trans- 
action is made; and (3) ultimately, in summaries, to the management of 
the enterprise* 

The service units (e*g*, accounting, preaudit, purchasing) review 
.or perform some operation upon each transaction, no matter which organiza- 
tional unit or id>.ich "bit of program" is affected by the transaction* 
Similarly, management units (e*g*., a budget office) may exercise surveil- 
lance over all transactions or. over selected, classes of transactions* The 
"information system" aspects of accounting therefore must be built into 
even the most routine procedures, i*e*, accounting procedures must be 
designed to prc«jide all needed information to the service and management 



units* 
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An expenditure transaction is of interest also' to persons whose 
operations are affected or reflected by the transaction^ i*e# > to persons 
who administer organizational units of the enterprise or who direct “bits 
of program'* that are recognized as cost centers • Such persons need not 
(and probably ought not) perf oral accounting operations* They do need» 
however, to know of every transaction that affects the accounts that 
represent their organizational units and activities* For their benefit, 
“information system" provisions must be built into accounting procedures* 

These points are readily illustrated: 

Example One * Management decides to allocate added funds to an 
ongoing project* The increase in allocation becomes an acco\mting transac- 
tion at the same time that it becomes a welcome piece of news to the person 
responsible for conduct cf the project. If procedures, forms, accounting, 
and reporting are genuinely integrated into the management systems complex, 
the budget office can originate a document that (1) informs all parties 
concerned and (2) causes the proper entries to be made to accounting records* 
Also, still assuming an integrated management systems complex, the responsible 
administrator, alerted to the fact of an increased allocation, will expect 
to receive an accounting statement indicating that the increase has been 
posted to his account? he need not keep a set of books to know the day-to-day 
status of his account; he need only review and file the statements prepared 
for him by an accounting unit* 

V.vfltnp1<> Tun . The head of a project prepares a requisition asking 
that certain services, supplies, or equipment be purchased for project use 
and specifying that the expense be charged to a project account* Competent 
buyers make arrangements for the purchase and write a purchase order. The 
accounting office reviews the order to make certain of its legality and 
propriety, to determine that it is in fact a legitimate charge against the 
project account indicated, and to ascertain whether the indicated account 
holds resources sufficient to meet the expense when payment becomes due* 

If all is well, the order is posted to the account as an "encum- 
brance," i*e., as a commitment that is expected to ripen into a liability 
that will require a payment to be made; a portion of allocated resources 
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suffiplcnt to meet payment is reserved for that future use. The order 
is sept to the vendor* An accounting abatement is supplied to the 
responsible administrator indicating that the order (copy of which accom- 
paniep!, the statement) has been recoy^ed and showing the effect of that 
order upon the current condition of the account to which the order is 

charged* 

Later, the vendor delivers the merchandise to the project office 
and submits an invoice to the accounting office. Personnel of the project 
check the contents of the delivery; if all is well, they submit a receiving 
report to the accounting office. On the strength of the original order 
plus the Invoice and the receiving report, the accounting office initiates 
payment, records new entries to the accounts (liquidating the encumbrance 
and recording the payment), and issues new statements* The project admin- 
istrator, without doing any bookkeeping; remains fully informed of the status 

of "his^ accounts* 

One major ingredient in the accounting system, accordingly, is 
comprised of the arrangements that enable an accounting office to furnish 
current information to each responsible administrator- -quickly, concisely, 
and accurately-regarding the condition of each account for which the 
administrator is responsible and identifying explicity. the reason for every 



transaction posted to- each. suck, account. ,In. th.ip yery.^sic pense, an 
accounting system is. ap.; information syst^*. By maintaining copies of 
statemcats.an4 copies pf documents in file,, an administrator can know the 
status of his allocation balances without engaging in memorandum accounting. 

The combined record of all allocation accounts, similarly, is an 
information source for management of the enterprise* By classifying. 



grouping, consolidating, and otherwise manipulating accounting data, an 
accounting unit can contribute detailed and summary information regarding 
both the current operations and the condition of the enterprise. 



The Accounting- Office 

In the Maryland State Department of Education, accounting end 
related tasks ate centralised 'within the Divlsisn of Audits and Accounts. 
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That accounting division is responsible for seeing' that fiscal data are 
recorded, that necessary controls are exercised, and that reports are 
prepared regularly and promptly. 

Accounting transactions are originated by actions taken throughout 
the agency. Documents that represent the transactions are submitted to 
the accounting division even when they are not initiated by that division* 
The accounting division may initiate, review, audit, edit, and code each 
document* It must then: 

1* Group similar documents into ''batches**^ 

2* Maintain controls over the batches* 

• ■ • . • j 

3* Route the documents to the data processing units which 
actually- post most transactions to ledgers of accounts* 

4* Ascertain that the transactions have been posted to 
the accounts and that all work is in balance* 

5* File' and’ distribute copies of transaction documents 
and^ inachine-written statements, ■ 

6* ' Post summary entries to general ledger control accounts* 

7* Develop accounting reports, statements, summaries, or 
analyses. 

The large-volume tasks of expenditure accounting are readily 
adaptable to assembly line methods* Regular work schedules are established 
and maintained so that postings may be made daily at the hour when machine 
time is available to the accounting division; definite “cutoff" times are 
set for the completion of scheduled operations* Each batch of work follows 
prescribed routes as it is prepared for posting to the accounts, posted, 
and filed and distributed* 

Daily entries (in summary form) to the control accounts in the 
general ledger are few in number* As prescribed in this manual, those 
entries would be made manually within the accounting division rather than 
mechanically or electronically as a computer task* Similarly, some 
financial statements, reports, studies, and analyses will be developed 
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manually by the professional staff of the accounting division, although 
the great bulk of regular, recurring, routine accounting statements and 
reports will be produced by data processing equipment in accordance with 

standardized progriuDS and schedules* 

For example, a statement of account operations is produced 
automatically, as a part of each complete cycle of machine postings to 
the "expenditure side" of the agency's budgetary accounts, for each account 
to tdiich one transaction or more is posted during the machine "run*" As 
planned for the Maryland State Department of Education, a "complete cycle" 
will occur each week, and subcycles will be completed daily* Specifically, 
a statement of account operations for a responsibility-oriented account 
(i*e*, representing an organizational unit) will be produced each day on 
which the account has activity* A similar statement for a program-oriented 
account (i.e*, representing a cost center) will be produced at the close of 
each we^ during which the account has activity* Similarly, trial balances 
of the responsibility- and program-oriented ledgers of budgetary accounts 
will be prepared automatically at the close of each weekly or dally cycle 
or subcycle* 

On the other hand, many statements and reports will be developed, 
manually by professional members of the accounting staff, on the basis of 
data drawn from the computer- supported, day-to-day routinlzed accounting 
operations. These will include many of the reports that must be developed 
regarding the disposition of limited use moneys received from the national 
govertmient or other grantors* These also may include analyses of the 
Department's funding plans* As time goes by, however, it should become 
increasingly feasible to reduce many such tasks to formulas that can 

be programmed ■ for computer-supported, automatic operations* 

% ^ 

r • . ■ * ■ \ • 

System of Accounts 

This manual incorporates the single fund concept of accounting, 
the case for which is discussed at length in the "Analysis and Proposals" 
section of this report* All moneys for current operations— regardless of 
source or purpose— are accounted for within one fund. Within a revenue 





ledger, a separate account Is maintained to reflect the amounts received 
(or expected to be received) from each major source* Within an allocation 
and expenditure ledger, a separate account Is maintained to reflect the 
amounts allocated to each budgetary Item, as well as the portions of such 
amounts that are encumbered or expended* Within a general ledger, accounts 
are maintained to control and to summarize these subsidiary ledgers, and 
to Indicate at all times both the financial condition and the totals of 
financial operations of the Department* 

The allocation and expenditure ledger la subdivided In several 
ways: to differentiate authorizations made during the current year from 
those made during prior years; to differentiate the allocations made 
available to organizational units fr(3m the suballocations made available 
for the support of cost centers; to differentiate the amounts allocated 
(or expended) for each object of expenditure; for each budgeted Item, to 
maintain an explicit relationship between the amounts allocated, encumbered 
expended, and available, thereby maintaining complete budgetary controls 
designed to prevent overcommitments of resources; and to' provide both 
detailed and summary Information regarding the several organizational 
units, cost centers, and objects of expenditure, both Individually and In 
various combinations* 

The system of accounts prescribed in this manual is based upon 
the modified accrual method of accounting, in which "revenues are recorded 
when estimated, but are not considered to be available for use until and 
unless they actually are received and deposited, and In which moneys are 
deemed to be expended as soon as a genuine liability is created* In 
general, this is a conservative method of accounting* 

Thus, sums appropriated to the Department by the state legislature 
are deemed to be available for use when appropriated* Sums to be received 
from other sources (herein termed "augmentations”) are budgeted but are 
not deemed to be available until they have been received* In nontechnical 
language, a distinction Is drawn between "nominal” budgetary accounts and 
"real” accounts* The budget— as a plan of departmental operations— is 
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recorded In nominal accounts; neither commitments nor expenditures can be 
authorized, however, until "real" resources become avallablej* Control 
accounts In the general ledger are utilized to prevent commitments and 
expenditures In excess of such real' resources; nominal accounts within the 
allocation and expenditure ledger also serve this purpose* 

l&iltifund account structures are created to maintain explicit and 
clear relationships between (1) moneys that are available only for restricted 
uses and (2) the commitments or expenditures that are charged to such moneys* 
The single fund system accomplishes the same end but does so with accounts 
within one fund rather than with many funds* In those cases in which 
restricted moneys are involved, program-oriented cost center accounts within 
the allocation and expenditure ledger are keyed to each such item of 
restricted-use resources* Where several sources of moneys provide overlapping 
support for a single cost center, the overlapping relationships are made 
explicit in a funding plan* Each expenditure can be related explicity to 
a particular source of financial supports 

The effort has been made to design a self-contained accounting system 
capable of rendering to the dtate education agency whatever services may be 
required of it: to record the budget; to record commitments and expendi- 

tures; to generate reports; to reflect the result of operations and the 
condition of the enterprise* If it were necessary or convenient, the system 
described could be modified to include the preparation of checks and check 
registers, reconciliation of bank accounts, and other tasks frequently 
assigned to an agency's systems of financial management* 

In Maryland's state government, several major aspects of financial 
management are largely centralized* All agencies— including the Department 
of Education— are served by central purchasing, disbursing, and related 
units* The procedures incorporated in this manual are designed to accom- 
modate to that situation* 

Several modifications would be made if Maryland were to adopt a 
less centralized system* Those modifications would be necessary if this 
manual were to be used by the state education agency of a state— e*g* , 
Pennsylvania— in which major financial services are substantially 
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decentralized. For example, if the agency ^were to issue its own purchase 
orders, without the intervention of a central state procurement office, 
there would be little or no reason to record Requisitions in the accounts 
provisions of this manual regarding the accounting for requisitions could 
be Ignored. Similarly, if the agency were to make its own disbursements, 
it would be necessary to write checks and check registers, rather than 
registers of vouchers payable; this manual would have to be amended to 
provide for these tasks, and a bank reconciliation procedure could be 
substituted for the vouchers payable routines. 



B. D. F. 
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0100 INTRODUCTION 



This sectilon describes the purpose, use, and control of the manual of 
accounting and procedures* 

QUO Use of the Manual 

Supervisory personnel and other employees concerned with the budget, 
accounting, and other fiscal operations of the Maryland State Department 
of Education should use this manual for reference to procedures and rules 
directly affecting their work and the work of the unit to which they are 
assigned* The manual serves as a means of orienting and training new 
employees In their duties and responsibilities and In the general functions 
and objectives of financial administration* 

0120 Scone of the Manual 

This manual relates primarily to the Department's accounting for trans- 
actions that are entered in revenue, budgetary, operating, and balance 
sheet accounts, but does not immediately extend to the special aspects 
of payroll, stores, or fixed asset accounting* 

0130 Control of Manual 

The Chief of Accounts and Audits In the Division of Administration and 
Finance is responsible for the maintenance of the manual* Amendments to 
any section of the manual are approved by him* He supervises distribution 
of the manual and amendments thereto* 

When revised pages of the manual are received from the Chief of Audits 
and Accounts, the old pages are to be removed and new pages Inserted* 
Changes are numbered serially, and a record of changes is maintained by 
the Chief of Audits and Accounts* 
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0200 PURPOSE AND GENERAL NATURE OF THE ACCOONTINS SYSTEM 

/ » I # 

The system of accounting for the Maryland State Department of Education 
Is designed as a prototype system of accounting for eventual use by 
other state educational agencies throughout the. United States. ^ 

The system Is designed to.provlde*the'^followlng: 

1. Erogram-orlented ..financial Informatlort for Internal 

management. 

2. Categorization of financial Information for use In 

connection with Inter agency . exchanges. i 

^ * * ..•/ -wrr* 

In order to establish a 'uniform '’basic system' of financial reporting" for 
state educatidn agencies j It Is essential -that ^such agencies maintain 
program-oriented' systems of budgeting, accounting-, and financial reporting. 
To facilitate emphasis on the program orientation,- the single fund. concept 
of accounting Is employed. All sources of revenue and expenditures, 
dealing with current operations, are combined Into one set of self- 
balancing accounts. Detailed revenue- and es^endlture accouhts are subject 
to multiple coding to facilitate "trahsiiatldh" of financial d^.a Into 
standardized program-driehted formats^ 

0210- Single Fund Concept ' '' 

primary activities of the Maryland State* Department of Education are 
financed by appropriations from the State's general fund and by* federal 
grants received from the U. S. Office of Education, These appropriations 
and grants are accounted for in one combined set of self-balancing accounts. 
These accounts are under control of a set of self-balancing general ledger 
accounts maintained by the State Department of Education. 

By combining general fund appropriations and revenues from other sources 
Into one set of self-balancing accounts, financial reports can be 
generated from the system to provide management with useful and complete 
Information. It also eliminates the need for maintaining a separate set of 
self-balancing accounts for each type of revenue by source. 
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0220 Cost Centers 

Program-oriented financial information is derived primarily from the 
budgetai^ accounts established for each cost center# A cost center , is . 
the smallest .Vbuilding block” in the structure of the Department’s 
total program# . Cost centers have not been d<^rigned to be uniform am o ng 
the state educational agencies; however, the clp^rification and grouping 
of cost centers on the basis of uniform "dimensions” and "categories” 
does provide uniform financial information for deparl^ntal use and in 
connection with Interagency exchanges# 

0230 Accountine for Transactions 

The media for posting pertinent Information to the accounting records 
are transaction documents. These documents fall essentially into five 
general groups* . (1) requisition documents, (2) encunibrance documents, 

(3) expenditure documents, (4) revenue and receipts documents, and 
(5) internal transfer documents# 

The responsibility for preparing these documents varies, but, in all 
instances, the documents pass through the Division of Audits and Accounts 
in the State Department of Education for preaudit and posting to subsidiary 
ledgers in accordance with the established methods described in this 
manual# The accounting information derived from the transaction documents 
is produced and maintained by means of automatic data processing 
equipment# 
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n^nn nitCAWTZATIOIl TOR ADMmiSTRATIOH 

* * 

Brimary responsibility for the Maryland State Department of Education 
financial plan is shared among the Governor, Comptroller of the Treasury, 
State Treasurer, Department of Budget, and Brocurement, Board of Bublic 
Works, Board of Revenue Estimates, and the State Auditor, in addition to 

the State Department of Education, 



0310 Governog. 

The Governor must submit a budget for the ensuing fiscal year to each 
annual seasion of the General Asbdinbly. 3he responsibility for preparing 
and administering the annual budget is assigned to the Depart^nt of 
Budget and Procnrement, 

n«i of Budget and Procurement. The Department. of Budget and 

Brocurement is a staff agency to the Governor and is headed by a director 
of budget and procurement who is the Governor's chief budget and financial 
advlspr. , The department is divided into two bureaus, budgeting and 
procurement, 

,, p • • 

1 Thft Biidpet Bur'eau , The Budget Bureau, headed by a 
chief, is responsible for preparing and administering the 
budget programs and financial requirements of the State, 

0311.2 Thp Pur chasing Bureau, The Purchasing Bureau, headed 
by a chief , purchases supplies, materials, and equipment 
for use by state agencies. 



0320 Treqatirv Department ... : 

The Treasury Department, established by the Constitution, is headed by 

a comptroller of the treasury and a treasurers.. r 

03^1 fiomptroller of the Treasigj?: , The Comptroller of the Treasury, an 

elected official, is responsible for the. following duties: 

le General superintendent of fiscal affairs, 

2, Planning and management of revenues and support 
of public credit. 
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3« Accounting for revenues and expenditures* 

4* Preservation of accounts and prescribing 
accounting forms* 

5a Financial reporting* 

6* Collection of taxes and other revenues* 

0322 State Treasurer * The State Treasurer, appointed by the legislature, 
is responsible for the following functions: 

1* Receiving, depositing, disbursing, and 
accounting for all state cash accounts* 

2* Investing temporary surplus cash* 

3* Custodian of securities* 

4* Providing for interest payments on state -funded 
debt and the redemption of bonds at maturity* 

0330 State Auditor 

The State Auditor, appointed by the Governor, is responsible for the 
audit of all state agencies and submits reports of audits to the 
Governor and the Comptroller of the Treasury* 

0340 Board of Public Works 

The Board of Public Works is composed of the Governor, Comptroller of the 
Treasury^ and the State Treasurer* The responsibilities of the Board are 
as follows: 

1* Supervision of public works in which, the State 
is a stockholder or creditor* 

2* Regulation and supervision of certain state operations 
' and fiscal practices as empowered by law* . 

3* Approval of supplemental appropriations* 

4* Supervision of state appropriations for activities 
not allocated to specific agencies* 
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0350 Board of Revenue Estimates 

The Board of Revenue Estimates consists of the Comptroller of the Treasury 
State Treasurer, and Director of Budget and Frocurement. The Board is 
responsible for submitting to the Governor a statement of anticipated 
revenues for the ensuing fiscal year* 

0360 State Department of Education 

The State Department of Education is administered by a State Board of 
Education* The seven members of the Board are appointed by the Governor 
for a term of seven years* The State Board of Education is responsible 
for approving the Department’s budget request before it is submitted to 
the Governor through the Department of Budget and Procurement* The 
State Board of Education appoints a state superintendent to direct and 
execute the policies and regulations adopted by the Board. 

0361 Division of Administration and Finance * The Department’s Division 
of Administration and Finance is headed by an assistant superintendent* 
This division is responsible for administering the state programs for 
state aid, public school transportation, school plant planning, and 

school lunch* 

0361.1 Division of Audits and Accounts * The Division 
of Audits and Accounts is headed by a chief of audits 
and accounts. The responsibilities of the division 
include the following: 

Preparing and administering the budget 
for the Department* 

2* i^iaintaining the accounting records for 
the Department* 

3* Distributing funds to local school systems* 

4, Providing audit and fiscal advice to local 
school systems* 
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0400 THE BUDGET PIAN 



:^l8 section describes the budget cycle of the State Department of Education 
and the Internal budgeting controls used to administer the budget* 

Prior to the beginning of the fiscal year, the Superintendent of the 
State Department of Education Is required to submit estimates of money 
required to finance the education program to officials of the State 
for their review and approval* 

0410 State Budget Review and Approval 

The Department submits estimates of the budget plan to the State Director 
of Budget and Procurement, indicating: * 

1* The amounts available from: 

a* The state general fund appropriations* 

b* The grants from the U* S* Office of Education* 

c* All other sources including foundation grants 
and contributions, 

2* The money required to operate the various organizational 
units of the Department during the fiscal year* No 
resources are available for commitment or expenditure... . 
until they have been reviewed and approved by the State' 

Director of Budget and Procurement* ‘ 

0420 Allocation of Resources by the State Director of Budget and Procurement 
The allocation process Involves the apportioning of each appropriation. 
Including the specific appropriation and estimated augmentations 
(revenues anticipated from the U« S*. Office of Education and other 
agencies), according to organization and object of expenditure* 

Allocations are developed at the beginning of the fiscal year on the basis 
of expenditures anticipated to be made during the fiscal year* 
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The number of allocations x^lthin an appropriation is determined by; (1) the 
scope and variety of identifiable orsanizational units and (2) the desira- 
bility of exercisinc- formal budsetary control over these component units. 

At the besinnins of the. fiscal year,, the Superintendent of the State Depart- 
ment of Education submits estimates to the State Director of Budget and 
Procurement for the fiscal year according to the organization classification 
and objects of expenditure shovm in Charts 3 and 4« These estimates, when 
approved, become the allocations and establish the expenditure pattern for 
the fiscal year. 

0421 Suballocations by the State Department of Education , Since the Depart- 
ment requires budget control in a greater degree than that furnished by 

the allocation accounts required to control the state budget plan, the 
Department's Chief of Audits and Accounts maintains "suballocations” by 
cost centers. 

Allocation estimates submitted for approval by the State Director of Budget 
and Procurement may not be amended except in the regular manner described 
in Section 0450, The "suballocations," however, have the status of depart- 
ment records £ad thus are not subject to central budget control, 

0422 Relation of Allocations and "Suballocations" to Federal-State Matching 

Plan , In developing allocations and "suballocations" requests, the Super- 
intendent of the State Department of Education must take cognizance of the 
federal-state matching pattern (if any) for each organization and cost 
center, .... . , 

• ^ 

0430 Classification and Codin.g of Budgetary Accounts 

Within the accounts of Maryland state government, the code number for the 
general f\md is 01, The code number for the State Department of Education 
is 04, The code numbers for the several objects of expenditure are sho^m 
in Chart 4, 

0431 Appropriation Accounts , State appropriations to the Department of Educa- 
tion are identified by the seven-digit number as follows: 

Fund Department Appropriation Year 
01 04 




XX 



X 
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The appropriation number identifies . in numerical sequence the appropriations 
made to the State Department of . Education* The year code derives from 
the last digit of the fiscal year; e*g«, 2 used for appropriations 
enacted by the legislature for the 1966-47 fiscal year* 

0432 Allocation Accounts * The complete seven-digit appropriation number 
plus fou;: additional digits are used as the account code to identify the 
allocations as follows: 

Fund Department Appropriation Year Organization Object of Expenditure 
01 04 XX X X2: XX 

4 

The two-digit organization code identifies the organizational unit to 
tdiich the allocation is made* The final two digits Identify the objects 
of expenditure* 

0433 “Suballocation” Accounts * The "suballocation" accounts are identified 
by a three-digit cost center. code as follows:. 

Object of 

Fund Department Appropriation Year Organization Expenditure Cost Center 
01 04 XX . X JCX XX XXX 

0434 Use of Account Codes * The State Department of Education utilizes these 

4 * 

numbers on all transaction documents and on all "business" correspondence 
routed through the central financial agencies of the State* 

"Internal" documents of the State Department of Education may be prepared 
without the fund and department codes* Each document to be p.osted to 
the allocation and expenditure ledger is identified by the proper alloca* 
tion and suballocation account code* Space is provided on all transaction 
documents for entry of the proper type of code* 

0440 Submission and Approval of Allocation Requests 

* I • 

Immediately after the Governor’s approval of the appropriation acts, the 
Department prepares a. schedule of allocations for each appropriation* 

The schedules are submitted to the State Director of Budget and Procure- 
ment for review and approval* Approved schedules are returned to the 
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Department *s Division of Audits and Accounts; ' The amounts spproved are posted 
to the Department's appropriation ledger, and to its allocation and expendi- 
ture ledger. 

0441 Submission of ”Suballocation” Requests . On the basis of approved allo- 
cations • the Department prepares schedules of suballocations. Suballocations 
arc an internal matter of the Department and do not require further approval, 
HoTjever, the total of each group of suballocations must equal the controlling 
allocation previously approved. After review for this arithmetic relation- 
ship, the Division of Audits and Accounts posts the schedules of suballoca- 
tions to the allocation and expenditure ledger. The amounts posted to the 
suballocation accounts thus constitute the detail for the amounts posted 
to the corresponding allocation accounts of the allocation and expenditure 
ledger. 

0450 Amendments of Allocations 

In order to increase the balance of an allocation account, an allocation 
amendment must be prepared and submitted to the State Director of Budget 
and Procurement for approval. 

0451 A"»pndments of "Suballccations .” When an allocation is amended, the 
related "suballocation" accounts must be amended also. Space is provided 
on the allocation amendment for the "suballocation" codes. 

0460 Appropriation Augmentations 

Estimates of available resources, in terms of appropriations and allocations, 
are determined on the basis of the specific state appropriation plus the 
amount of estimated authorizations. The Department must account for these 
total estimated authorizations and, at the same time, must exercise control 
to heep commitments and expenditures of such authorizations within the limits 
of a specific appropriation plus actual credits. Special procedures are 
required for these tasks. 

0461 Allocations . TIhen the schedules of allocations are prepared^ the 
amount of the specific appropriation as well as the amount of the estimated 
augmentations are sho^m. Allocations are approved in the total amount, 
i.e., the specific appropriation plus the estimated credits. 



o 
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I'fhen the schedules of allocations have been approved | the Individual 
allocations are recorded in the appropriation ledger and in the allocation 
and expenditure ledger* In addition, an allocation subcontrol account is 
established for the allocations within each appropriation which is 
augmented* 

0470 Developing and Administering Funding Formulae 

The Division of Administration and Finance, acting for the Superin^r.endent 
of the State Department of Education, is responsible for developing and 
administering each state- federal-other funding plan* In support of 
each "suballocation" request, the division must prepare a funding 
formula which discloses the sources (e*g*, state appropriations, federal 
grant-in-aid, foundation grants) that finance each "suballocation*" The 
funding formulae must be made available to the Chief of Audits and 
Accounts for use in preparing federal and state reports* 

0471 Amending Funding Formulae * The Division of Administration and 
Finance, acting for the superintendent, may change the funding formulae 
at any time during the fiscal year* A restatement of the funding 
formula or a statement of the new funding formula must accompany each 
"suballocation" amendment* 

0472 Full Utilization of Federal Grants . The primary purpose in permitting 
the Division of Administration and Finance to develop and amend the funding 
formulae is to insure the most advantageous utilization of all grants* 

Any unexpended or unencumbered federal grant must be encumbered as part 
of the reserve for prior year encumbrances at the end of the fiscal 
year* The balance thus reserved either must be returned to the federal 
government or transferred to the new fiscal year and accounted as part 
of the new federal grants-in-aid* 



TUOa OF BUDGET REQUEST DOCUMENTS 
WITHIN THE STATE DEPARTMENT OF EDUCATION 
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ORGANIZATION CODES 

MARYLAND STATE DEPARTMENT OP EDUCATION 

01 State Board of Education 

02 State Superintendent of Education 

03 Division of Administration and Finance 

04 Division of Library Services 

05 Division of Vocational Education 

06 Division of Instruction 

07 Division of Federal-State Relations 

08 Division of Vocational Rehabilitation 

09 Division of Certification and Accreditation 

10 Division of Research and Development 
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CLASSIFICATION OF EXPENDITURES BY OBJECTS 



Salaries and PTages 

01 Salaries and wages 

Operating Expenditures 

02 Technical and special fees 

03 Communications 

04 Travel 

05 Food 

06 Fuel 

07 Motor vehicle operations and maintenance 

08 Contractual services 

09 Supplies and materials 

Equipment 

10 Equipment —rep lac ement 

11 Equipment— additional 

Grants. Subsidies, and Contributions 

12 Grants, subsidies, and contributions 

Fixed Charges 

13 Fixed charges 

Land and Fixtures 



14 Land and fixtures 
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Q5QQ MATURE AND REUTIOHSHIP OF GENERAL LEDGER ACCOUllTS 

This section describes the nature and relationships of the general 
ledger accounts which control the financial transactions of the State 
Department of Education. (Appendls: I contains a detailed description of 
each of the accounts* the nature of their balances, and the relationship 
between the general ledger and subsidiary ledger accounts). 

0510 Nuaabering General Ledger Accounts 

The general ledger accounts are required to reflect (1) financial 
condition and (2) status of operations. They are arranged according to 
type of accounts, i.e., asset and valuation, liability, surplus reserve, 
operating, and budgetary. Each account is assigned a two-digit nv iber. 

0520 Description of General Ledger Accounts 

The general nature of the general ledger accounts and the special 
characteristics of each account are described below. Also, see Chart 5 
which follows Section 0500. 

0521 Asset and Valuation Accounts . Account 01 Fund Balance reflects 
the Department*s equity in the state treasury. Specific appropriations 
authorized by the legislature, revenues received, restricted receipts, 
and refund of expenditures are charged to this account. Vouchers paid 
and appropriation lapses are credited to this account. 

Account 1,1 Petty Cash Advances is a control account, the balance of which 
represents^ ^the cash advanced by the treasurer for payment of imaediate 

claims . • 

0522 Liability Accounts . Account 21 Vouchers Payable represents the 
balance of vouchers submitted for payment for which checlcs have not 
yet been issued. 
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Account 23 Advances from State \Treasur.y teflects the amount of petty cash 
advanced to the Department for payment of small c^lms* 

0523 Surplus Accounts > Account 31 Reserve for Prior Year Encumbrances is 
established to cover the eventual liabilities represented by encumbrances 
outstanding at the close of the prior. fiscal year* Account 33 Reserve 
for Restricted Receipts is a control account for trust and agency moneys; 
receipts of these moneys are credited and disbursements are charged directly 

to this reserve* 

0524 Operating Accounts ♦ The standard operating accounts are Account 42 
Revenue Received and Account 50 Bxpendi tur es ♦ Account 42 is a control 
account which is credited with amounts of - cash received except for 
restricted receipts. Account 50 is charged vTith all approved expenditures 
which are chargeable against current appropriations* 

0525 Budgetary Accounts . Account 41 Estimated Appropriation Augmentations 
reflects the unrealized amount of the designated revenues appropriated. 
"Augmentations" are revenues received from sources other than state 
appropriations. Account 44 Appropriations represents the amount of moneys 
available for allocations. This includes specific legislative appropria- 
tions plus augmenting revenues received. 

Account 45 Allocations is the control account for budgeted funds that 
are "on hand" and available to the Department for expenditure (i.e., 
appropriations plus augmentations received) . 

Account 46 Requisitions records the amount of purchase requisitions 
submitted for which purchase orders have not yet been issued. Account 47 
Reserve for Requisitions is a contra account to Account 46. 

Account 48 Encumbrances reflects the amount of commitments made and is 
credited with their liquidation or cancellation. Account 49 Reserve 
for Encumbrances is a contra account to Account 48* 
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0530 Control and Subsidiary Account? 

All of the general ledger budgetary and operating accounts, except 
Account 61 Budgetary Clearance and the budgetary reserve accounts for 
requisitions and encumbrances, are % supported by subsidiary ledger 
accounts* For these general ledger accounts, subsidiary accounts are 
established as follows: 

41 Estimated Appropriation Augmentations— one 
for each source which augments a current 
appropriation* 

42 Revenue Received — One for each source of revenue. 

44 Appropriations — One for each appropriation. 

45 Allocations — One for each allocation. 

46 Requisitions— One for each allocation account. 

48 Encumbrances —One for each allocation account. 



50 Expenditures — One for each allocation account* 



Chart 5 

CLASSIFICATION OF GENERAL LEDGER ACCOUNTS 



Account 

Number 



01 

11 



21 

23 



31 

33 



41 

42 

44 

45 

46 

47 

48 

49 

50 



61 



Account Name 

Assets and Valuation Accounts 

Fund Balance 
Petty Cash Advances 

Liabilities 

Vouchers Payable 
Advances from State Treasury 

Surplus Reserves 

Reserve for Prior Year Encumbrances 
Reserve for Restricted Receipts 

Budgetary and Operating Accounts 

Estimated Appropriation Augmentations 

Revenue Received 

Appropriations 

Allocations 

Requisitions 

Reserve for Requisition 

Encumbrances 

Reserve for Encumbrances 
Expenditures 

Clearing Accounts 
Budgetary Clearance 
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0600 ACCOtfMTIlIG RECORDS REPORTS 



This section describes the records maintained by the Division of Audits 
and Accounts for the purpose of recording financial transactions. It 
also describes reports prepared from data appearing within these records. 
The general nature and purposes of each record and report are explained, 
but only incidental reference is made to the accounting documents 
which serve as posting media. These are described in detail in subsequent 
sections. 

0610 Ledgers and Journals 

The following ledgers and journals are maintained: 

A. General Ledger 

B. Subsidiary Ledgers 

1. Revenue received ledger 

2. Appropriation ledger 

3. Allocation and expenditure ledger 

C. Other Subsidiary Records 
1. Document files 

D. Journals 

1. Batch control sheet 

2. Journal voucher 

0611 General Ledger . The general ledger is the basic accounting record 
of the Department. In summary form, it contains all transactions, and 

it controls the various subsidiary records. Summary figures found in the 
general ledger must balance with the detali'ed data recorded in sub- 
sidiary ledgers. 
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0612 Subsidiary Ledgers . Three groups of subsidiary ledgers are required 
for recording transactions relating to the Department. They are: 

1. Revenue received ledger 

2. Appropriation ledger 

3. Allocation and expenditure ledger 

0612.1 Revenue Received Ledger . The revenue received 
ledger consists of a file of machine -produced statements 
coded by fund and revenue type. This ledger supports 
the summary entries recorded in general ledger Account 
42 Revenue Received . 

When revenues are received, they are posted as credits 
to the respective revenue received accounts. 

0612.2 Appropriation Ledger . Each specific expenditure 
authorization in the form of an appropriation is 
recorded in the appropriation ledger. The subsidiary 
accounts of the ledger are controlled by general ledger 
Account 44 Appropriations . 

Postings to the appropriation ledger are made by means 
of a computer operation; physically, the ledger consists 
of a file of machine-produced statements coded by fund 
and appropriation^' 

At the beginning of the fiscal year, credits to the 
appropriation ledger are posted from a journal voucher 
containing (1) the specific amounts authorized by the 
General Assembly and (2) the estimated augmentations 
approved. Allocations are posted as debits to the 
appropriation ledger in order to develop the unallocated 
balance of each appropriation. 

0612.3 Allocation and Expenditure Ledger . Three 
allocation and expenditure ledgers are maintained for 
(1) current appropriations, (2) restricted receipts, 
and (3) prior year encumbrances. Postings to these 
ledgers, also, are made by a computer process. 

0612.4 Current Year Allocation and Expenditure Ledger . 

Approved allocations are posted as credits to the 
allocation and expenditure ledger. This credit balance 
represents the amount available for expenditure. Each 
object of expenditure to which an allocation is made 
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constitutes a separate subcontrol in the current year 
allocation and expenditure ledger. A separate accotint 
for each object of expenditure within each cost center 
and organization is maintained. The accounts maintained 
for the objects of expenditure reflect the detail commit- 
ment and expenditure transactions recorded against the 
ledger. Once an allocation is approved and debited to 
the appropriation ledger, the amount so approved Is 
credited to the allocation and expenditure ledger. 

Only this balance is available for commitment and 
expenditure. To achieve the necessary control, the 
allocation and expenditure ledger contains not only 
a record of allocations made, but, also, a record of the 
requisitions, encumbrances, and expenditures that have 
been charged against the allocations. 

0612.5 Restricted Receipts Ledger . Each type or source 
of restricted receipts constitutes a separate subcontrol 
in the restricted receipts ledger. Accounts within the 
subcontrol consist of objects of expenditure, cost 
centers, and organizational units. 

0612.6 Prior Year Encumbrance Ledger . At the close of 
a fiscal year, several accounts in the current year 
allocation and expenditure ledger will contain out- 
standing encumbrances. For each such account, a separate 
account is established in the next fiscal year’s prior 
year encumbrance ledger. 

0613 Other Subsidiary Records . Various document files are supporting 
records maintained by the Division of Audits and Accounts. Transaction 
documents are filed numerically by type of document; i.e., purchase 
requisitions, purchase orders, miscellaneous orders, etc. See subsequent 
sections of this manual for a list of transaction documents. Also, see 

Chart 7. 

0614 Journals . There are two tv, )f intermediate accounting records 
which serve as posting media to the general Udger accounts. These are 
(1) batch control sheet and (2) jonrnal voucher. 

0614.1 Batch Control Sheet . A batch control sheet is 
prepared daily to effect internal control of accounting 
documents. Documents approved for posting to the various 
ledgers are grouped according to their effect; i.e., 
encumbrances, expenditures, etc. Totals of each 
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document sroup are entered in the appropriate column of 
the batch control sheet. Total debits and credits on the 
batch control sheet are posted to the general ledger. 

■ ’k ■ 

0614.2 Journal Vouchers . Transactions not reflected bn 
the batch control sheet are summarized on journal" 
vouchers and then posted to the general ledger. 

0615 Accounting Reports . This section describes the general nature and 
purpose of the dally, luonthly, quarterly, and annual reports prepared 
from data appearing within the accounting records. See- Appendix IV 
concerning the formats for the reports described in this section. 

0615.1 Dally Report of Allocations and Expenditures . 

The dally report of allocation and expenditure transactions 
Is prepared by the computer. This' report shows opening 
balances of allocations, requisitions, encunibrances, 
expenditures, and available balances by cost center, 
organization, and appropriation. The transactions for 
the day are listed, and the closing balances of the 
accounts are reported. This report Is prepared in 
triplicate: the original Is sent to the assistant 
superintendent for administration and finance; the. 
duplicate Is retained In the Division of Audits and 
Accounts; and the triplicate of each segment of the 
report Is forwarded to the appropriate division head, 

0615.2 Monthly Trial Balance . At the end of the month, 
the Division of Audits and Accounts prepares a monthly 
trial balance of the general ledger. The heading show's 
the name of the £und--l.e.. General Fund--and th.e date of 
the trial balance. The columns Indicate the account 
number and name, debit balance, and credit balance. The 
trial balance la prepared In duplicate; the original is 
sent to the Comptroller of the Treasury and the duplicate 
Is retained In a post binder by the Bureau of Audits 

and Accounts. 

0615.3 Monthly Report of Allocations and Expenditures . 

At the end of the month, a computer-produced monthly 
report of allocations and expenditures Is produced In 
six copies; the original Is sent to the State's Depart- 
ment of Budget and Procurement; the duplicate Is submitted 
to the State Board of Education; the third copy Is submitted 
to the superintendent of education; the fourth copy to 

the deputy superintendent; the fifth copy to the Division 
of Audits and Accounts; and the sixth copy to the 
appropriate various organizational units within the 
Department. 
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0615^4 Monthly Report of Cost Centers . This report shows 
allocations, requisitions, encumbrances, expenditures, and 
available balance for the various accounts maintained for 
each cost center. The report is prepared for distri- 
bution to departmental administrative personnel. 

0615.5 Monthly Report of Revenue Received . This report 
is prepared showing the total revenue received for each 
type of revenue account. This report is distributed to 
departmental administrative personnel. 

0615.6 Monthly Report of Appropriations . The report of 
appropriations is prepared showing the total appropriation, 
allocations, and available balance for each expenditure 
authorization. 

0615.7 Quarterly Reports of Federal Grants . At the end 
of September, Deceinber, llarch, and June, the Bureau of 
Audits and Accounts prepares reports of expenditures for 
presentation to the U. S. Office of ISducation re each 
federal grant. 

0615.8 State Agency Program-Function Report . This 
report is prepared annually for the U. S. Office of 
Education. The report shows the total amount 
expended for each program- function code. 
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0700 TRAH SAmoW DOCUIEIITS 

' k --- r -n 

T 

This section describes the effect of the various accounting transactions 
upon the system* 

0710 Types of Documents 

Transaction documents are the source of all entries to the subsidiary 
records as well as entries on the batch control sheet end the general 
ledger. Transaction documents used by the State Department of Education 
are? 

1. Requisition Document . . 

a. Purchase Requisition 

2. Encumbrance Documents 

a. Stores Encumbrance 

b. Purchase Order 

c. Actual Emergency Purchase Order 

d. Miscellaneous Encumbrance 

3. Expenditure Documents 

a. Voucher Transmittal 

b. Payroll Voucher 

c. Refund of Expenditures 

4. Revenue and Receipts Documents 
a. Revenue Deposit 

b'« Debit Memorandum 
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5« Internal Transfer Documents 
a* Schedule of Allocations 
b» Allocation Amendment 

c# Schedule of Revenue Augmenting Appropriations 
d« Adjustment Voucher 

0720 Requisition Document r 

The purchase requisitions are prepared by. the procurement section of the 
Department from agency purchase requests to order materials ^ supplies, 
or equipment for shipment to the Department or field office* Purchase 
requisitions show the allocation and expenditure ledger account to be 
charged* Requisition documents posted to the allocation and expenditure 
ledger increase the outstanding requisitions and decrease the available 
balance of the accounts affected. Requisition documents are summarized 
daily and result in a posting from the batch control sheet to the general 
ledger as a debit to 46 Requisitions and a credit to 47 Reserve for 
Requisitions * 

0730 Encumbrance Documents 

Encumbrance documents record commitments to expend specified amounts from 
allocations for services, materials, supplies, or. equipment* There are 
two types of encumibrance documents: (1) those which liquidate requisitions 

and (2) those which do not. 

Encumbrance documents are posted to the allocation and expenditure detail 

* 

accounts* The postings increase the outstanding encumbrances and decrease 
the outstanding requisitions* These postings may also increase or decrease 
the available balance of the account if the enctinbrance differs from the 
requisition which it liquidates* 

Encumbrance documents are summarized and result in a posting from the 
batch control sheet to the general ledger as a debit to 48 Encuabr ances 



o 

ERIC 




0730-0750 



and a credit to 49 Reserve for Encumbrances for the amount encumbered, and 
a debit to 47 Reserve for Requisitions and a credit to 46 Requisitions for 
the amount of requisitions liquidated-. 

0740 Expenditure Documents 

Expenditure documents represent departmental payrolls and payments of 
bills received from vendors, contractors, other state agencies, etc. 

There are three major classes of expenditures: (1) those that result in 

direct expenditures; (2) those that liquidate requisitions; and (3) those 
that liquidate encumbrances. Expenditure postings to the allocation and 
expenditure ledger increase the amount of expenditures (and decrease the 
available balance of the account affected if the expenditure does not 
liquidate another document). The postings increase the expenditures and 
decrease the requisitions or encumbrances (as the case may be) if the 
expenditure document does liquidate a requisition or encumbrance; these 
postings may also increase or decrease the available balance of the account 
if the expenditure amount varies from the amount (exceeds or is less than 
the document) which it liquidates. 

Expenditure documents are summarized daily and result in a posting from 
the batch control sheet to the general ledger as: (1) a debit to 

50 Expenditures and a credit to 21 Vouchers Payable for the amount of 
expenditures; (2) a debit to 47 Reserve for Requisitions land a credit to 
46 Requisitions in the amount of requisitions liquidated; and (3) a debit 
to 49 Reserve for Encumbrances and a credit to 48 Encumbrances in the 
amount of encumbrances liquidated, 

0750 Revenue and Receipts Documents 

Revenue and receipts documents evidence amounts received and transmitted 
to the Treasurer for credit to the general fund. These documents are 
posted as credits to the appropriate subsidiary accounts in the revenue 
received ledger. Revenue and receipts documents are summarized daily and 
result in a posting from the batch control sheet to the general ledger as 
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(1) a debit to 01 Fund Balance and a credit to 42 Revenue Received , for 
revenue augmenting appropriations , and (2) a debit to 01 Fund Balance and 
a credit to 33 Reserve for Restricted Receipts ^ for agency trust funds 
received* 

0760 Internal Transfer Documents 

Internal transfer documents are authorizations to transfer amounts from 
one account to another* These documents are used to effect transfers and 
adjustments between accounts of the same subsidiary ledger or between the 
appropriation ledger and the allocation and expenditure ledger* 
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0800 ACCOUNTING FOR APPROPRUTIONS A»D ALLOCATIONS 



This section contains the transactions necessary to account for appro- 
priations and allocations* Appropriations and allocations constitute 
the authority to expend department funds* 

0810 Accounting for Appropriations 

Based on the appropriation acts passed by the General Assembly for the 
State Department of Education, a journal voucher Is prepared In order to 
credit the necessary accounts In the appropriation ledger* 

The journal voucher affects the general ledger by crediting Account 44 
Appropriations and debiting Account 01 Fund Balance * 

0820 Accounting for Allocations 

The State Department of Education prepares a schedule of allocations for 
each appropriation* For those appropriations which are authorized to be 
augmented, the amount of the estimated augmentation Is entered and added 
to the specific appropriation to arrive at the total amount available 
for allocations* 

The schedule of allocations affects the general ledger by crediting 
Account 45 Allocations and debiting Account 44 Appropriations In the 
amount of specific appropriations, and by crediting Account 41 Estimated 
Appropriation Augmentations and debiting Account 61 Budgetary Clearance 
In the amount of the estimated augmentations* These postings are made 
after the schedules of allocations have been approved by the State's 
Departmen of Budget and Procurement* 

When schedules of allocations are prepared for appropriations authorized 
to be augmented, the amount of the specific appropriation and the amount 
of the estimated augmentation are both shown* Allocations ' are planned 
on the basis of the total of the specific appropriations plus the 
estimated credits* In the general ledger accounts, however, only 
the amount of allocations chargeable to specific appropriations Is 
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credited to Account 45 Allocations . The amount o£ estimated augmentations 
Is established as follows: 

Dr. 61 Budgetary Clearance 

Cr. 41 Estimated Appropriation Augmentations 

To record allocations and suballocations based 
on estimated allocations. 

Dr. 44 Appropriations ."'S 

Cr. 45 Allocations 

To record allocations and suballocations 
chargeable to specific appropriations. 

Schedules of suballocations by cost centers are also processed and 
posted to the allocation and expenditure ledger. The detail allocation 
accounts by cost centers are credited with the amount of the total 
allocations. An Unrealized (or minus) allocation account Is established 
for each subcontrol and Is debited--!. e., mlnud (-) in the allocation 
column--by the unrealized amount of the estimated augmentation. This 
serves to reduce the amount of the total allocation; within the subcontrol, 
available for commitment and expenditure. 

0821 Allocation Amendments . Transfers between allocations are accounted 
for by means of allocation amendments. Transfers between objects of 
expenditure and organizational units require prior approval of the 
Director of Budget and Procurement. Transfers between cost centers within 
the same orgalnzatdon Unit do not require approval of the Director of 
Budget and Procurement. The amendment does not affect the general 
ledger accounts. 

0830 Posting to the Allocation and Expenditure Ledger 

Approved copies of the schedule of allocation, schedule of suballocations, 
and allocation amendments are received by the Division of Audits and 
Accounts. ’ *'* ^ 

0831 Preauditing . The approved copies are checlceii for arithmetic 
accuracy, completeness, and particularly to be certain that the proper 
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signatures are affixed* Allocation amendments not requiring the approval 
of the Director of Budget and Procurement are checked for completeness, 
arithmetic accuracy, proper account numbers, and authorised signatures* 
0832 Batching . Schedules of allocations, schedules of suballocations, 
and allocation amendments are sorted by type of transaction* Separate 
totals are developed for each type of transaction* 

0840 Accountin{» for Appropriation Augmentations 
Based upon the revenue deposit concerning augmenting revenue, the 
Division of Audits and Accounts records the following entry to the 
general Ledger and revenue received subsidiary ledger: 

Dr. 01 Fund Balance 

Cr* 42 Revenue Received 

Also, a schedule of revenue augmenting appropriations is prepared and 
posted to the general ledger, the appropriation ledger, and the alloca- 
tion and expenditure ledger. The entries are: 

Dr* 41 Estimated Appropriation Augmentations 

Cr. 44 Appropriations 

t 

Dr. 44 Appropriations 
Cr. 45 Allocations 

The schedule of revenue augmenting appropriations is posted as a 
credit— l*e., plus (*!*) allocation to the unrealized allocation account. 
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0900 ACCOUIITIHG FOR REQUISITIOHS . EHCUMBRANCES. AND EXPENDITURES 



This section describes the procedures required to process requisition, 
encumbrance, 'and expenditure documents through the system. 



0910 Preauditing 

Requisition, encumbrance and expenditure documents are processed 
promptly so procurement Is expedited and accounts show current balances, 

0911 Requisition Documents , Requisition documents are processed as 
follows : 

1, Documents are pin-stapled with the accotmtlng copy' 
on top, 

2, Dofcuments are reviewed for compliance with legal and 
administrative requirements and for propriety of 
expenditure, 

3, Account codes and amounts charged to each account 
are checked, 

4* The accounting copies of the requisition documents are 
initialed to show that th^ we^re preaudited. 

After this examination, all documents approved are sent to the control 
clerk who prepares the batch control sheet and merges the requisition 
documents with the other types of documents, 

0912 Encumbrance Documents , Encumbrance documents are processed as 
follows: 

1, Documents are pin-stapled with the accounting 
copy on top, 

2, Documents are reviewed for compliance with legal 
and administrative requirements and for propriety 
of expenditure except where, as on purchase orders, 
such review was made at the time the requisition 
document was edited, 

3, Account coding and amount charged to each account 
are checked. 
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4. The nuinbers of the requisition documents being 
liquidated, are checked. 

5. liJherever it is necessary, as on purchase orders, 
the amount being liquidated with respect to the 
requisition document is computed and entered on the 
accounting copy of the encumbrance document. 

6. The number of the liquidating document, amount of 
the liquidation and the date under which the 
encumbrance document is to be posted to the 
.allocation and expenditure ledger are entered in . • . 
the record of liquidations on the accounting 

copy of the purchase requisition. 

7. The new outstanding balances of the documents 
liquidated are computed. 

8. The accounting copy of the encumbrance docum<snts are 
initialed to show that they were edited. 

After this examination, all encumbrance documents, approved are sent 
to the control clerk. 

0913 E;n)enditure8 . Invoices are received in three copies by the Division 
of Audits and Accounts. Invoices are checked against the pending file 
of encumbrance documents if they require liquidation of encumbrances. 

If an invoice is for a type of e:q>ense on which receiving reports are 
made but no receiving report is in the file of pending encumbrance 
documents, the invoice is filed next to the encumbrance^ document to which 
it relates. The person who should have received the services, materials, 
supplies, or equipment is notified that a receiving report must be 
submitted immediately if the items have been received. Invoices for 
telephone, utilities, "postage, and freight must have the approval of 
agency personnel concerned. Approval is indicated by signature on the 
second copy of the invoice. 



After proper evidence of receipt of goods or services is received, the 
invoices are processed for payment as follows: 

1. Invoices are pin-stapled (sequence: second copy, 

original copy, third copy) with the accounting copies 
of the encumbrance documents attached to the second 
copies of invoices. 
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2. The second copies of invoices, which serve as the 
accounting copies, are stamped with a voucher 
processing grid. This provides lines for 
initialing to be certain financial editing processes 
are completed. 

3. Direct payment invoices are posted to a vendor 
direct payments record to determine that they 
have not been paid previously. . 

4. Cash discounts are computed. 

5. Required processing and accounting information is 
entered in the voucher processing grids. 

6. The amount of the liquidation and ^ae date under 
which the document is to be posted to the allocation 
and expenditure ledger are entered in the record of 
liquidation on the accounting copy of the documents 
liquidated. 

7. The new outstanding balances of the documents 
liquidated are computed and recorded in the record 
of liquidation. 

8. Accounting copies of the invoices are stamped with 
the number of the voucher in which they are to bo 
included. 

The documents are forwarded to the control clerk for the following 
processes: 

1. Compute separate totals for the amount of requisitions 
liquidated, the amount of encumbrances liquidated, 
and the amount of expenditures. 

2. Ilerge expenditure documents with other documents. 



0920 Posting Documents 

The documents in the batch are keypunched and key-verified and the cards 
are fon^arded to the data processing center. Source cards are processed 
by the center to generate a transaction run which is verified with the 
batch control totals. After the transaction rtm is verified, the tape 
is processed by the center to update the ledgers and produce the 
reports of the various ledgers affected. 
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If the postin3 of any document creates a negat;Lve available balance at 
the organization level, the document cannot be processed. The posting 
which caused the negative balance Is reversed, and the document Is 
removed from the batch. 

0930 Release and Distribution of Documents 

After the posting of the batch ha'i been proven, vouchee a are prepared 
from Invoices processed. The original and third copies are sent to 
the atate comptroller. The second copies are retained by the Division 
of Audits and Accounts. 

Other documents are distributed as follows: 

1, Requisition and encumbrance documents on which 
complete or final liquidations were made are 
filed In closed files numerically by document 
number within each type of document, 

2, Partially liquidated requisition and encumbrance 
documents are returned to the pending files. 
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1000 ACCOUMTIHG FOR OTHER TRAMSACTIOHS 

This section considers those transactions not discussed in preceding 
sections of this manual* The following subjects are reviewed in the sub- 
sections correspondingly numbered: 

1010 Accounting for Vouchers Payable 

1020 Accounting for Payrolls 

1030 Accounting for Restricted Receipts 

i 1040 Accounting for Prior Year Encumbrances 

1010 Accounting for Vouchers Payable 

The credit balance of general ledger Account 21 Vouchers Payable reflects 
the total of vouchers in the offices of the state comptroller and 
treasurer. The credit aiuounts entered on the batch control sheet 
represent the amount of vouchers forwarded that day to the state 
comptroller. 

The batch control sheet summarizes all vouchers posted as expenditures 

> 

prior year payments, and payment of restricted receipts. 

^en the Division of Audits and Accounts receives a notice (4idbursement 
notice) that the treasurer has paid a voucher, the procedure is jia 
follows: , . 

... ■ . . ,1 . JL ” 

1.. The accounting copy of the voucher is noted with 
the number and date of the disbursement notice. 

2. The amount of vouchers paid is entered on the batch 
control sheet. 

102.0 Accounting for Payrolls 

Payroll charges for the State Department of Education are recorded in 
the allocation and expenditure ledger from the payroll vouchers. Payroll 
vouchers are summarized by cost centers, organizations, and appropriations. 
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In order to obtain the program- oriented cost Information for the Depart- 
ment. It Is essential that perspnnel record their time by cost centers* 
Fa^Toll time cards are distributed to all employees at the beginning of 
the pay period* Supervisor personnel are responsible for reviewing 
payroll time cards before. they are forwarded to the Division of Audits 
and Accounts for payroll processing* 

Payroll vouchers are batched with other expenditure transactions that 
affect the allocation and expenditure ledger* 

1030 Accounting for Restricted Receipts 

Restricted receipts are trust and agency moneys which are accounted 
for within the general fund* These Include federal grants for which the 
State Department of Education acts as an agent In transmitting the 
grants to local systems* 

Restricted receipts are controlled by general ledger Account 33 Reserve 
for Restricted Receipts * A subsidiary ledger Is maintained by organlza- 
tlon» cost center, and objects of expenditure for each type of restricted 
receipt* 

1031 Accounting for Receipts * Restricted receipts are recorded as follows 

, « ■ . I 

Dr* 01 Fund Balance 

Cr* 33 Reserve for Restricted Receipts ' 

* 4 

The receipts are posted as an Increase In the allocation column of the 
restricted receipts ledger accounts affected* 

1032 Codi n g Restricted Receipt Transactions * All transactions affecting 
the restirlcted receipts allocation and expenditure ledger are coded 

as follow's: 

Fund Department Appropriation Year Organization Object Cost. Center 
01 04 9K X XX XX XXX 

Restricted receipt accounts are coded from 90 through 99 In the appro- 
prlatlru column of the account code grid* 



•• 
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1040 Accountinrt for Prior Year Encumbrances 

The credit balance in general ledger Account 31 Reserve for Prior Year 
Encumbrances is initially established at the close of each fiscal 
year. This reserve is required to cover the liabilities represented 
by outstanding encumbrances chargeable to the appropriation for ttie 
fiscal year then ending. 

1041 Establishing the Reserve . After closing all operating and budgetary 
accounts into the general ledger Account 61 Budgetary Clearance at the 
close of the fiscal year, the bureau of audits and accounts prepares 

a journal voucher to establish Account 31 Reserve for Prior Year 
Encumbrances . The entry is as follows: 

Dr. 61 Budgetary Clearance 

Cr. 31 Reserve for Prior Year Encumbrances 

1042 Accounting for Payments . Payments of prior year encumbrances are 
handled in much the same manner as the pa 3 rment of other encumbrances. 

The entry to record the payment of an invoice is as follows: 

Dr. 31 Reserve for Prior Year Encumbrances 

Cr. 21 Vouchers Payable 

1043 Accounting for Lapses « When it is determined that all balances 
remaining in Account 31 Reserve for Pricy Year Encumbrances are to be 
lapsed to the general fund, the following entry is recorded: 

Dr« 31 Reserve for Prior Year Encumbrances 

Cr* 01 Fund Balance 

1044 Coding Prior Year Encumbrance Transactions . All transactions 
affecting the prior year allocation and expenditure ledger are ceded with 
the cos?plete 14-digit account code* The year in which the fiscal year 
ended is recorded in the appropriation account code grid of the transaction 
documents* 
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1045 Prior Year Encumbrance Allocation and Expenditure Subsidiary Ledger . 
The reserve is initially posted as an increase in the allocations 
column and as an increase in the encumbrance colurun* Foments are posted 
as an increase in the expenditure column; liquidations as a decrease in 
the encumbrance column; and the excess of the liquidations over pa3nnents 
as an increase in the available balance column. Lcpses are posted as 
a decrease in the allocation column and a decrease in the available 
balance column. 
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1100 POSTING TO THB GENERAL AND SUBSIDIARY LEDGERS 

Transaction documents described in Section 0700 of his manual are 
the source entries to the ledgers maintained in the Division of Audits 
and Accounts, The documents are posted in detail to the subsidiary 
ledgers and in summary form to the general ledger. The accounting and 
reporting processes are designed to produce accounting reports with the 
minimum of additional effort and» to the extent possible , as a by- 
product of the accounting system. 

1110 Controls to Assure Accuracy 

Accuracy in posting is assured by determining preestablished posting- 
run totals and by verification that documents are posted to indicated 
accounts • 

nil Postin?^ Dates . Reconciliation problems arise if posting dates are 
not strictly observed. All documents are preaudited on one day and 
posted under that date on the next working day. In preparing for 
transaction runs, the control clerk arranges all documents for a single 
posting date, 

1112 Batch Control Sheet . To effect Internal control of accounting 
documents and to prove posting to the computer-produced subsidiary 
ledgers, a batch control sheet Is prepared. The control clerk sorts by 
document groups all documents approved by the preaudit clerk for posting 
to the subsidiary ledgers. The control clerk runs an adding machine 
tape on the documents In each group and enters the totals In the appro- 
priate columns of the batch control sheet. 

After the documents have been processed by the computer center, a 
transaction run Is produced and forwarded to the control clerk for 
verification. After the transaction run Is verified by the control 
clerk, the transactions are processed by the computer center and the 
subsidiary ledgers are updated. 
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1113 Proof of Posting , After all items have been processed through the 
computer, the dally reports, are prepared and forwarded to the control 
clerk. After the control clerk has verified all transactions listed on 
the daily reports with the batch control sheet, the batch control sheet 
is posted to the general ledger. 
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1200 CLOSING PROCEDURES 

/ 

At the close o£ the fiscal year, all operating and budgetary accounts 
are closed out to Account 61 Budgetary Clearance and certain reserve 
accounts are established. This section describes the procedures required 
to close the records and accounts of the Department of Education. 



1210 Types of Appropriations 

The following types of appropriations are Involved in the closing 
procedures : 

1, Lapsable Appropriations. Appropriations authorized • 
for a specific period, usually a fiscal year. The 
unencumbered portions of the appropriations lapse 

at the end o£ the fiscal year. The encumbered 
portions of these appropriations are carried ■ 
fon^ard into the new fiscal year as a prior year 
encumbrance. 

2. Restricted Receipt Accounts.. These are trust 
and agency moneys which are not lapsed at the end 

of the fiscal year. The balances are carried forward 
as a liability of the general fund. 



1220 Establishing Sncunibrances 

All Items which are properly chargeable to "lapsable” appropriations 
must be disbursed from or. encumbered against the appropriations by 
June 30. All unencumbered balances lapse on that date. 



Thus, before June 30, it is necessary to establish encumbrances properly 
chargeable to current appropriations. 

1230 Accounting for Closing the Fiscal Tear 

The Division of Audits and Accounts prepares a journal voucher to close 
credit balance accounts In the amount of their respective balances: 
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Dr. 41 Estimated Appropriations Augmentations 
Dr. 42 Revenue Received... 

Dr. 44 Appropriations 

Dr. 45 Allocations 

Dr. 47 Reserve for Requisitions 

Dr. 49 Reserve for Encumbrances 

Or. 61 Budgetary Clearance 

Hext, a journal voucher is prepared to close debit balance accounts in 
the amount of their respective balances: 

Dr. 61 Budgetary Clearance 

Cr. 46 Requisitions 

Cr. 48 Encumbrances 

Cr. 50 E:q>enditures 

After the closing entries have been prepared,., a journal voucher is 
prepared to establish necessary reserves: 

Dr. 61 Budgetary Clearance 

Cr. 31 Reserve for Prior Year .Encumbrances 

For outstanding encumbrances against " laps able" appropriations • 

Next, a journal voucher is prepared in the amount of the lapsable 
appropriations not encumbered. This represents the balance in Account 
61 Budgetary Clearance , after all operating and budgetary accounts 
have been closed into the account and the prior year reserve account 
has been established. The entry to record the lapses to appropriations 
is: 

Dr. 61 Budgetary Clearance 



Cr. 01 Fund Balance 
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1‘Ihen the operating and budgetary accounts have been closed > the reserves 
established and the lapses recorded, a trial balance is prepared 
entitled ’’Trial Balance After Closing.” This trial balance shows the 
following accounts, where applicable; 



01 

11 



Trial Balance After Closing 



Debits 
Fund Balance 
Petty Cash Advances 



Credits 

21 Vouchers Payable 
23 Advances from State Treasury 
31 Reserve for Prior Year Encumbrances 
33 Reserve for Restricted Receipts 
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DESCRIFEION OF DIMENSIONS AND CATEGORIES 

Proposed Dimeneions. Categories, and Codes 

Several dimensions should be used in uniform fashion by all 
state education agencies. Proposed dimensions, .categories, and code 
numbers are presented below. The dimensions for which uniform use is 
recommended are the following. 

1. The USOE code of "program functions." 

2. Function; major functions and minor or sub functions . 

3. Clientele. 

4. Purpose. 

5. Subject matter. 

6. Instructional level. 

Any number of additional dimensions may be employed by each 
state education agency, and such additional dimensions may be 
supplemented, supplanted, or modified from time to time, as deemed 
convenient by each agency. The use of three types of additional 
dimensions is discussed below; the three are the following? 

7. Longevity of cost center. 

8. Funding Plan. 

9. "Program" dimensions. 

Function . The Maryland State Department of Education undertakes 
to achieve its varied goals by means of efforts invested in a few basic 
types of work. These have often been referred to as "function," and 
that usage is relied upon here. (In Handbook IV— on staff accounting— 
of the USOE series, "service area" is used in lieu of "function," 
and "area of responsibility" in place of 'hubf unction.") It is a function 
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of the Department of Education to study education in its state, for 
example. It is a function of the education department to provide 
technical assistance to other educational units within the State. It . 
is a function of the Department to dispense material and financial 
support to other educational units. 

The number of functions is. a matter of definition, of course. 

One study distinguishes between three classes of functions: regulatory, 

operational, and leadership functions.’- In that format, the “leadership" 
functions Include planning, research, advising or consulting^ coordinating, 
and public relations; the "operational" functions Include the provision 
of services to individuals, the conduct of sdiools or classes, and the 
management of cultuial and educational institutions or programs of 
service; and the "regulatory" functions are accreditation, certification, 
and licensing* 

The chief state school officers devised a somewhat different 
set of "functions," which has been incorporated into USOE forms related 
initially to Title V of the E,S.E,A, In the CSSO format, the functions 
(somewhat abbreviated here) arej general administration of the agency; 
research and development; provision of material and financial support 
to other units; provision of technical assistance on instructional 
matters; provision of technical assistance on administrative natters; and 
operation of facilities, schools, programs, and services* When this format 
is set in the context of an accounting system or a reporting system 

. • i 

regarding department of education expenditures, other "nonfunction" 
categories are re<;ulred to complete the financial oictures the costs 
of general overhead and. employee benefits and the value of material 
and financial support dispensed to .: 0 -ther educational agencies. 

This study essentially accepts the CSSO format* The data 
generated by a satisfactory information system, however, also should be 
susceptible to regrouping into alternative "functional" classifications* 



-^Citation given in note (1), Chart A-2, below. 
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points deserve further discussion* First, any classification 
of the Department's work into 10 or a dozen ’’functions" is relatively 
arbitrary and produces very broad groupings; such classification formats 
therefore yield readily to further subclassification and refinen^nt 
whenever needed* Second, a given "function" may be performed by the 
Department for each of several goals or purposes, in attention to many 
different problems, for the sake of many different clienteles, motives, 
tasks, etc. Analysis by function, therefore, is independent of analyses 
by other dimensions* 

Analysis by function is useful and informative* The department 
of education's information system, accordingly, must be built with the 
capacity to respond to inquiries oriented to a classification by function 
or subfunction* 

The following pages contain two closely related versions of the 
dimension "function": first, the USOE code of "State Education Agency 

Program Functions" and, second, a more narrowly one-dimensional code of 
major functions and subfunctions* 

Clientele * Educational activities serve various categories of 
people xdio, for one reason or another, can be vienTOd as separate groups* 
Each group may require separate attention* To vie^f people in these 
groupings opens a line of inquiry that may ignore such factors as instruc- 
tional level in order to ask: what part of the Department's attention is 
devoted to chHdren who are extraordinary in one respect or another? or, 
what part Is devoted to a population confronted by one or another special 
problem? The department of education's information system must contain 
the capacity to respond to inquiries about the Department's attention to 
such identifiable clienteles within the population* 

Purpose * "Purpose Pursued by Educational Effort" is another 
valid and meaningful dimension on which to array data ragardlng the 
Department's work. As used in these discussions, "purpose" does not 
refer to the overriding goals, purposes, or objectives of the state educa- 
tion agency* . It refers rather to the questions: for what reason do people 

go to school? or, for what reason does the educational system offer 
specified opportunities for schooling? 
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One "purpose" (in this sense of reason or motive) leads educators 
and students into job-oriented, marketplace- oriented educational 
activity* For another part of education effort, the primary purpose 
(in this sense of reason or motive) is the cultivation of civilized 
citizens. For yet another portion of the total educational enterprise, 
the primary purpose is the rehabilitation of persons who, in another age, 
would merely have been discarded, or the assimilation into society of 
persons who might otherwise remain on its fringes (e.g,, for ignorance 
of the English language, for unfamlliarlty with urban living, for 
inability to read and write, etc.). It is inevitable and reasonable 
that questions will be raised regarding the extent to which the 
Department’s attention is invested in support of each of these purposes. 

It is therefore necessary that the Department’s information system be 
built to supply responses to such questions. 

Subject Matter . Similarly, educational programs impart 
instruction in various subjects, i.e., academic disciplines, skills, 
arts, crafts, etc. This creates another separate line of inquiry; 
wh%t part of the Department’s attention is devoted to each subject or 
category of subjects? The Department’s information system must be 
equipped to yield responses to such inquiries. 

Instructional Level . The basic large-scale task of an educational 
system is the education of children and adolescents, in preschool, 
elementary school, and secondary school programs. The most obvious line 
of inqvury regarding the department of education’s work, therefore, 
emphasizes the Department’s attention to each of the principal instructional 
levels: what part of the Department’s attention is invested at the 

preschool level, the . elementary grade level, the secondary grade 
level, the postsecondary level, respectively? The Department’s informa- 
tion system, clearly, must be capable of responding accurately to such 
questions. 

Longevity of Cost Center . It is advantageous for management to 
be able to differentiate cost centers in terms of the probability of their 
continuing existence, A cost center that represents the Department’s 
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•’front office," for example, is expected to remain on the books indefinitely 
and must be included in budget projections into the future. On the other 
hand, a cost center that represents a "one-shot" short-term project 
can be deleted from such projections because its early demise is readily 

predictable. The life expectancy of each cost center can be estimated 
with reasonable accuracy. 

The estimates of "longevity" can be reduced to a few uniform 
categories within a dimension. Tlie proper categorization can be added 
to the record of each cost center. When required, reports can be 
generated which indicate the extent of the future comnitments that already 
are built into the agency's current program of work. 

Reports on this basis are useful to the agency, but not necessarily 
for purposes of exchanging information with others. Each agency can 
elect whether to use this dimension and, if it is to be recorded, can 
devise categories tliat are suitable to local circumstances. 

Example: 

■ .. Category 

1« Cost centers scheduled for termination this year. 

2. Cost centers scheduled for probable continuation 
Into next year, but subject to review. 

3. Permanent. 

Funding Plan. In effect, each "funding plan" is a sub-budget 
utilized to establish the connections that link together (1) a specified 
segment of the expenditure plan and (2) the revenue item(s) that are 
deemed to support that segment. IJhen several cost centers are involved 
and when several overlapping revenue items also are Involved, a funding 
plan may be quite a complex statement; under other circumstances, a 

funding plan may simply record the fact that one specified revenue item 
is linked to one specified cost center. 

Each cost center is linked to one funding plan, whether the plan 
is complex or sinq>le. Each funding plan is assigned an identifying 
number. Assignment to funding plan becomes an added basis for the 
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classification and grouping of cost centers: the dimension may be termed 

“assignment to funding plan,” and the identifying numbers of the 
several funding plans may be regarded as categories. 

“Pror.ram" n^mPnfliQns . The word “program” has so many meanings 

that its use becomes somewhat dangerous. In any given contesjt, the 
word’s meaning is likely to be clear enough; in virtually all usage, 

“program" refers to some substantive portion of operations. However, 
the phrase “a program” is a most ambiguous expression, unless a limited 

and explicit meaning is assigned to it arbitrarily. 

Each cost center is a component of the department of education’s 
total “program." At one level of abstraction, in fact, each cost center 

may be referred to as “a program." 

However, an agency may record hundreds of cost centers in its 

accounts. It is awlcward to suggest that the.. agency conducts hundreds of 
programs. Appearing before a legislative committee, for example, the 
state superintendent scarcely would choose to begin to enumerate all 
cost centers, one by one. 

At various times and for various reasons, it is extremely useful 
to combine cost centers into clusters and to regard each cluster as 
"a program." ^Jhen cost centers are thus grouped- -in terms of any rational 
basis--it is perfectly reasonable to term each cluster “a program. 

In this sense, every dimension is the basis, for emnaeration of 
one version of department of education programs, and every category 
in effect becomes the title of one program. Thus, when cost centers are 
arrayed on the, basis of their categorization by level of instruction, 
the resulting clusters of data represent "the elementary program, 

“the secondary education program," and so. forth. When they are arrayed 
on the basis of their categorizations by subject matter emphasis, the 
resulting clusters represent another version of "the Department’s programs.’ 
Thus utilized, "programs" are not mutually exculsive, of course; 
they represent various manners of perceiving and describing the same 
total of work. For example, some portion of "the elementary education 
program" is simultaneously a part of "the science and math program." 
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The department o£ education may choose to devise further versions 
of "program’* arrays* For example, when he appears before the Department 
of Budget and Procurement, Governor and cabinet, or state legislature's 
appropriations committees, the state superintendent may find it 
advantageous to depict the Department's operations as being comprised 
of a half-dozen major, dramatically labelled, high- impact "programs." 
Each such program might encompass, in fact, dozens of cost centers. 

When the state superintendent discusses such matters with the 
Board of Education, on the other hand, it may prove advantageous to 
identify more "programs*" The Board, after all, is likely to be 
more knowledgeable about the work of the Department than is the 
legislative committee, and the Board Is likely to expect more detailed 
data than a legislative committee is willing even to tolerate * 

Therefore, for purposes of the Board's review, it may be 
desirable to depict the Department's operations as being comprised of 
some larger number of "programs," more than the legislature's half-dozen, 
but still fewer than the total number of cost centers. 

The state government may undertake to place its entire budget 
on a "program basis*" The state budget may be divided into a limited 
number of "programs," each of which represents a wide swath of total 
governmental operations* Host segments of the education department's 
work may fit into one such program; others, however, may be relatively 
dispersed. For example, one government-wide program may be "education," 
and the bulk o£ the department of education's work may fit therein; 
but another government-wide program may be "regulation and licensing," 
and substantial segments of the Department's operations may have to be 
so classified. 

These few examples suggest a series of "program dimensions": 

(1) a very compact set of programs, suitable for presentation to the 
legislature; (2) a somewhat larger set of programs, suitable for 
presentation to the Board of Education; and (3) the set of programs 
chosen by the Department of Budget and Procurement for expression of 
government-wide operations* Just as each cost center is categorized 
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to indicate its placement as perceived ^i:om the point of view of tns 
other dimensions, each cost center may be categorized in terms of its 
placement within each version of ’’program," if such versions are in 

fact adopted* 

The number of "program dimensions" is not an important matter, 
for the addition of a new dimension is tinlikely to increase the volume 
of work or the difficulty of systems operations. When a new dimension 
is recognized, each cost center must be categorized, and the code 
number that corresponds to the category must be recorded in the master 
record of the cost center. When reports are to be prepared on the 
basis of any such dimension, cost centers can be grouped as needed, 
on the basis of the categorizations previously recorded, and group totals 

can be developed. 
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STATE EDUCATION AGENCY PROGRAM PUNaiONS 
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Chart A-1 (continued) 
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Chart A-2 

DIMENSION: MAJOR FUNCTION (1) 

it i 



Categories 

100 General Administration 

200 Providing Material or Financial 
Support and/or Service (3) 

(Observe that major functions 
200, AOO, and 500 are closely 
related: each represents De- 

partment of Education efforts 
that are Intended to aid the 
programs of other educational 
units.) 

300 Study, Planning, Developlns , 
and Evaluating Educational. 
Phenomena 

400 Providing Technical Assistance 
re Instructional Matters 

500 Providing Technical Assistance 
re Administrative Matters 

600 Operating Facilities^ Schools . 
Programs, and Services 



(Observe that the following 
categories are, in a sense, 
"nonf unction” items : the 

first represents portions of 
the "cost of doing business"; 
the other is a measure of one 
segment of the agency’s "vol- 
ume of business*”) 

700 General Unallocated Expense (2) 

800 Value of Money and Material 

Distributed to Other Units (3) 



Observations/Definitions/Comments _ 

(1) Note that the eight major catego- 
ries enumerated correspond to the 
major categories of "program 
function” per USOE forms OE 5164-C 
et al * They are believed to be 

•• virtually all-encompassing; ac- 
cordingly, no "Other” category is 
listed, but an agency of course 
can open and add a category to 
accommodate work not otherwise 
provided for* Nota also that 
these eight major categories- - 
and subcategories to be defined- - 
accommodate the categories iden- 
tified in Fred F* Beach, The 
Functions of State Departments 
of Education (Federal. Security 
■ Agency, Office of Education', 

1950) . 

(2) Siich overhead items as power, heat, 
space, etc*, may be unallocated in 
many accounting systems, i*e*,..not' 
charged to specific organizational 
units, functions, programs, etc* 
Note that the variations in prac- 
tice with respect to this matter 
could make interstate comparisons 
of data extremely difficult; for- 
tunately, most items involved can 
be screened out for purposes of 
comparison, on the basis of "ob- 
ject of expenditure” classifica- 
tion, 

(3) Some expenditures made or author- 
ized by the Department of Educa- 
tion are not a part of the costs 
of operating the agency; rather, 
they reflect the value of money 
and material that is distributed 
via the agency to other units* 

The expense of the distribution 
process is a department expense* 
Hence, two separate categories of 
function: numbers 200 and 800* 
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. Chart A-3 

DIMENSION: MAJOR AND HptpR FUNCTIONS 
Gategerias 

100 General Administration 
110 Department of Education 

120 Executive office of the State Superintendent of Schools and immediate staff 
130 Departmental internal administration 
140 Departmental internal supporting services 
190 Other 

200 Providing Material or Financial Support and/or Se rvice 

201 Administration 

210 Distribution: financial aid 

220 Distribution and services: textbooks, instructional materials, and equipment 

230 Distribution: property 

240 Distribution: v^oinmodities 

250 Statistical and data processing services 

290 Other supporting services 

300 Study* Planning. Developing, and Evaluating Educatio nal Phenomena 

301 Administration 

310 Comprehensive: general surveys and studies 

320 Specific aspects: other than curriculum 

330 Specific aspects: curriculum research and development 

340 Information on the condition, needs, progress, and improvement of education 
collecting, interpreting, and disseminating 
390 Other 

400 Providing Technical Assistance re Instructional Matters 

401 Administration 
410 Generalized services 

Special services: 

420 Curriculum 
430 Methodology 
440 Tests and testing 

450 Learning resources 

451 Library 

452 Instructional materials development 

453 Audio visual 

454 ETV 
460 Pupil personnel 
490 Other 



o 
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Chart A-3 (continued) 



Categories ■ 

500 Providing Technical Assistance re Administrative Matters 

501 Administration 

510 Generalized services 
Special services : 

520 Personnel administration 

530 Finance and business administration 

540 Transportation 

550 Health and welfare 

560 Food services 

570 Data Processing 

580 Facilities planning 

581 Plant management 
590 Other 

600 Operating Facilities. Schools. Programs, and Services 

601 School accreditation, licensing, and chartering 
610 Improving teacher education programs 

620 Certification and licensing 

630 Educational operations : 

631 Schools 

636 Colleges and universities 

639 Other 

640 Educational television 
650 Vocational rehabilitation 

660 Special cultural programs and services 
670 Pupil scholarship and assistance programs 

680 Dweloplng staff conqpetencles within agencies served: direct assistance to 

individuals 
690 Other 

700 General Unallocated Expense 
750 Employee benefits 

800 Value of Money and Material Distributed to Other Units 




Chart A-4 



10 

11 

18 

19 

20 

21 

22 

23 

24 

25 
28 

29 

30 

31 

32 

33 

34 

35 

39 

40 

41 

42 

43 

49 

50 

51 

52 

53 

54 



DIMENSION: characteristics OF TARGET CLIENTELE 

Categories Observatlons/Definittons/Coinments 



Typical ^Student” Populations 

’’Regular” students only 
"Exceptional” students 
All 

Social -Ethnic "Economic Population s (1) 

Immigrants 
Migrant workers (2) 

Disadvantaged 

Unemployed 

Undereducated youth and adults 

Other 

All 

Educators 

Prospective (3) 

Classroom teachers In service 
Administrative and supervisory 
Specialists and technicians 
School boards 
All 

Nonschool Publics 
General public 

Commercial/ Industrial/ labor groups 
Clvlc/servlce groups 
All 

Miscellaneous Categories 
All 

Unpredictable combinations 
None 

Not applicable 



(1) Refers to populations not In the 
typical pupil groups. 

(2) Also Includes families of migrant 
workers. 

(3) teachers In training. 
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Chart A- 5 

DIMENSION: FUPvFOSE PURSUED BY TOCATIORAL EFFORT 



Cateaories 

10 General Schooling (1) 

20 Work- Oriented Schooling or Training 

21 All 

22 "Technical" 

23 "Occupational" (2) 

24 "Professional" (3) 

30 Work- Oriented Reschooling or Retraininf; 

31 All 

32 Professional upgrading, refreshers, etc. 

33 Occupational retraining 

40 Education for Adaptation. Adjustment 
or Assimilation 

41 All 

42 Physical rehabilitation 

43 Basic, literacy or fundamental (4) 

44 Other 

50 Education for Leisure. Recreation. or 
"Personal and Cultural Improvement" (5) 

51 All 

52 Personal care (6) 

53 Sports, athletics 

54 Hobbies, arts, and crafts 

55 "Culture" 

56 Family relations 

57 Civil defense 

59 Other 

60 Miscellaneous Categories 

61 All 

62 Unpredictable combinations 

63 None 

64 Mot applicable 



Observations/Definitions/Comments 

(1) Refers to general educational 
programs, for typical students 
at all grade levels, aimed at 
producing a civilized, literate, 
"educated" society of "good men, 
good citizens" and aimed also at 
preserving the culture. 

(2) Usually secondary level or non- 
collegiate post secondary. 

(3) Usxially higher education. 

(4) Refers to educational programs 

for (among others): assimilation 

of immigrants; adaptation to urban 
living; adjustment calculated to 
overcome social or cultural 
disadvantage; etc. 

(5) Refers largely to casual, 
typically "noncredit," spare- 
time, after-hours varieties of 
educational programs of the kinds 
often available at community- 
oriented schools, colleges, or 
centers; refers also to organized, 
often competitive adjuncts to 
general schooling. 

(6) E.g., physical education, health, 
etc. 



o 

ERIC 



J 



Chart A- 6 

DIMENSION: SUBJECT MATTER 



Categories 

»”AcaBemtc” Discipline Areas 

10 Humanities (1). :• 

20 L Jiatheinatics antf Sciences (2) 
30 Spcial sciences 

*'N6nacademic** Sub jects 

40 Involving skills (3) 

50 Involving crafts (4) 

60 Involving special subjects (5) 
70 Involving personal care (6) 

Miscellaneous Categories 

91 All 

92 Other 

93 Not applicable . . 



Observations /Definitions/Coinments 

(1) Includes art, music, language, 
literature, etc* 

(2) Includes physical, chemical, and 
biological sciences. 

(3) Includes typing, automobile driving, 
etc. 

(4) Includes automotive repairs, etc. 

(5) Includes subjects applied to a 
particular phase of life, e.g., to 
agriculture, domestic sciences, or 
industry. 

(6) Includes physical education, etc. 



Chart A-7 

DIMENSION: INSTRUCTIONAL LE^TEL (1) 



Categories 

10 Freelementarv Education (2 -a) (1) 

20 El<«nentarv Education (2-b) 

30 Secondary Education (2-c) 

Postsecondarv Education (3) 

40 Collegiate postsecondary: 

41 Junior or coomunlty college 

42 Other college or university 

50 Noncolleglate postsecondary (4) 

60 All postsecondary education 

80 Combinations of Instructional Levels 

81 Prekindergarten through elementary 

82 Prekindergarten through secondary 

83 Elementary plus secondary 

84 Elementary through postsecondary 

85 Secondary plus postsecondary 

86 All levels 

Miscellaneous Categories 
99 "None*' or not applicable 



Observatlons/Deflnltlons/Comments 

Note that this Is not a device for 
classifying pupils In the schools* 

It Is a device for categorizing the 
efforts of agency personnel: are 
their efforts aimed at one broad 
level of Instruction rather than 
another? Categories therefore are 
rather broad, and specific grade 
levels are Ignored, on the assunptlon 
that a component of the Department's 
program Is unlikely to be limited, 
say, to the grade 5 level only* 

(2) The first ^;hree categories distin- 
guish two separate characteristics, 
in fact; age groupings and conven- 
tional grade-level groupings, as 
follows ; 

a* Preelementary - Infants, e*g«, 
usual ages below 6* 

b. Elementary « children, e,g*, 
usual ages 6-13* 

c* Secondary « adolescents, e*g*, 
usual upper age limit 19* 



(3) Postsecondary categories similarly 
accommodate an age distinction as 
well as an Indication of level: 
these categories refer to post high 
school youth and to adults* 

(4) Includes "adult education" of the 
basic, literacy, etc*, categories* 
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Appendix IV 
FINANCIAL INFORKATION 
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FISCAL YEAR 


APPROPRIATION NAME AND NUMBER 


ORGANIZATION NAME AND NUMBER] 


1966-67 


01 General Operatinx Expenditures 


: 

07 Division of Instruction 



MARYLAND STATE DEPARTMENT OF EDUCATION 
DAILY COST CENTER TRANSACTION JOURNAL 
April 16, 1967 



TECT 

91 



DESCRIPTION 



LIQUIDATING 
DOCUMENT NO. 



TRANSACTION 

CODE 



TRANSACTION 
IX)CT1MEWE NO. ALLOCATIONS REQUIl 

$ 52,340.78* 



-( 



)1 

)1 



April 15 Payroll 



62 



4389 



52,340.78* 



-( 



12 

12 



Liquidation of Requiai* 
tion 



m 

2 






Jonea Supply Company 



41 0210 



41 

51 



0210 



28,320.00* $l,2i 

-l,2i 



9874 



03 

03 



28,320.00* 



12,345.67* 



Direct Expenditure- - 
C & F Telephone Company 



61 



1234 



03 

99 



12,345.67* 




Unrealized Allocation 



- 8 , 000 . 00 * 



TOTALS 



$120,000.00* $3,: 
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□ (ZZ3 CIl [Z3 CZ3 CZ3. CI3[IDlIID[ZD[ZDa 

mCilKSD STATE DEPARTMENT OF EDUCATION 
DAILY COST CENTER TRANSACTION JOURNAL 
April 16, 1967 



R 


ORGANIZATION NAME AND NUMBER 


COST CENTER NAME AND NUMBER 


res 


07 Division of Instruction 


030 Divisions! AdBlnlotrstlon 



itlON TRANSACTION 

DOCUMENT NO. ALLOCATIONS REQUISITIONS ENCUMBRANCES 
$ 52,340.78* 



4389 



0210 



9874 



1234 



- 0 -* 



- 0 -* 



52,340.78* -0-* 

28,320.00* $1,254.00* 

=1,254.00 



- 0 -* 



EXPENDITURES 

$38,420.50* 

1,250.00 

39,670.50* 



$3,672.80* 12,411.10* 



28,320.00* 



- 0 -* 



12,345.67* -0-* 



1,110.99 

4,783.79* 

- 0 -* 



6,789.01* 

201.23 




12,345.67* -0-* 



- 8 , 000 . 00 * 



- 0 -* 



AVAILABLE 

BALANCE 

$13,920.28* 



12,670.28* 

10,982.10* 



12,411.10* 11,125.11* 



5,556.6b* 



6,990.24* 5,355.43* 



- 8 , 000 . 00 * 



$120,000.00* $3,579.11* $9,012.34* $70,223.22* $37,185.33* 
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MARYLAND STATE DEPARTMENT OF EDUCATION 

MONTHLY REPORT OF APPROPRIATIONS 
APRIL 30, 1967 

ESTIMATED i 

OP. STATE APPROP. TOTAL 

E NAME OF APPROPRIATION APPROPRIATIONS AUGMENTATIONS APPROPRIATl 

GENERAL OPERATING EXPENDITURES $ 3,420,750.00 $1,250,000.00 $ 4,670,75 



AID TO EDUCATION 
TEACHERS' RETIREMENT SYSTEM 
STATE AIDED EDUCATIONAL INST. 
TOTALS 



110,570,430.00 

16,790,450.00 

1.750.000.00 

$132,531,630.00 



8,330,799.00 
— 0 — 

— 0 ->- 

$9,580,799.00 



118,901,22 

16,790,43 

1.750.0C 

$142,112,42 




lTd cm (HD cm cn cm cm) cm cm cm cm cm cm cm □ 



ITLAND ST^TE DEPARTMEtTT OF EDUCATION 
iONIHLY REPORT OF APPROPRIATIONS 
APRIL 30, 1967 



ESTIMATED BALANCE 



ATE 

RIATIONS 


APPROP, 

AUGMENTATIONS 


TOTAL 

APPROPRIATIONS 


ALLOCATIONS 


AVAILABLE FOR 
ALLOCATION 


20,750.00 


$1,250,000.00 


$ 4,670,750.00 


$ 3,750,000.00 


$ 920,750.00 


70,430.00 


8,330,799.00 


118,901,229.00 


116,350,229.00 


2,551,000.00 


90,450.00 


—0— 


16,790,450.00 


16,790,450.00 


—0— 


^50.000.00 


—0— 


1.750.000.00 


1.750.000.00 




31,630.00 


$9,580,799.00 


$142,112,429.00 


$138,640,679.00 


$3,471,750.00 
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lYLAND STATE DEPARTMENT OF EDUCATION 

RESOURCES OF STATE EDUCATION 
AGENCIES 



D (ZD CZD (ZD CZ3 ZD ZZ (ZD r 



INN] 


EL 


OBJECTS OF 


EXPENDITURE 






TOTAL 

2XPENDIT1 




WN- 

’RO, 


SALARIES 


CONTRACTED 

SERVICES 


rRAVEL 


LAND, BUILDINGS 
AND EQUIPMENT 


OTHER 

EXPENDITURES 


PROFESSIONAL 


NON-PROFESSIONAL 




3 


80,000.00 


15,000.00 


— 0- 


1,000.00 


1,000.00 


300.00 


97,300.' 




2 


70,000.00 


10,000.00 


500.00 


800.00 


-0- 


200.00 


81,500. 




3 


60,000.00 


15,000.00 


1,000.00 


600.00 


-0- 


100.00 


76,700.' 


' 


4 


50,000.00 


20,000.00 


-0— 


400.00 


100.00 


— 0— 


70,500. 




5 


40,000.00 


25,000.00 


— 0— 


200.00 


m » 


— 0— 


65,200. 




4 


30,000.00 


20,000.00 


5,000.00 


—0— 


500.00 


—0— 


55,500. 



125 



— 0 - 



1,500,000.00 




— 0 — 



. 62,500.00 



100,000.00 



1,000.00 



250,000.00- 9,000.00 



75,000.00 



5,000.00 



101,000. 



1,901,50 
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